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FEDERAL-STATE JOINT BOARD STAFF RELEASES MONITORING REPORT

Comprehensive Report Tracks Trends Related to Universal Service

Washington. D.C. - The staff of the Federal-State Joint Board on universal
service has released its most recent Monitoring Report on Universal Service. This report
reflects information on the telephone industry filed with the Federal Communications
Commission (FCC) through September 11. 2000.

The Report released today details the various universal service support
mechanisms. which are projected to amount to over $4.5 billion in 2000. The report
presents current data in each of the eleven subject categories selected for monitoring. and
includes the following information in each category:

1) Industry revenues and contributions - Industry revenues grew 9% in 1999. with
the most rapid growth being for wireless services (32%) and competitive 10cal
exchange carriers (61 %). and the slowest growth for incumbent local exchange
carriers (4%) and toll service (3%);

2) Low income support - Lifeline support grew 5% in 1999 and Link Up support
decreased 20~o:

3) High cost support - Two new high cost support mechanisms have been
implemented since October 1999: the forward-looking high cost model support
(projected at $219 million in 2000) and the interstate access universal service
support (projected at $325 million in 2000);

4) Schools and libraries support - Schools and libraries are making substantial use
of their available support. with commitments totalling nearly $2 billion for the
second year of the program (July 1999 - June 2000):

5) Rural health care support - The demand for rural health care support has grown
to $5.4 million committed in the second year of the program (July 1999 - June
2000);

6) Subscribership and penetration - The percentage of households subscribing to
telephone service reached an all-time high of 94.6% in March 2000:

7) Rates and price indices - Overall telephone rates increased 0.4% in 1999. which
is less than the general rate of inflation (2.7%). \\ ith increases in local rates being ,
offset by decreases in toll rates: .~
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8) Network usage and growth - Telephone usage continues to grow steadily (9% in
1998), with the largest growth rate in recent years being for local calls (11 %);

9) Quality of service - The data show noticeable differences in the quality of service
among earners;

10) Infrastructure - The most rapid growth of infrastructure has been for fiber digital
carrier transmission (1999 growth rate of fiber working channels was 31 %); and,

11) Revenues, expenses and investment - For the larger local exchange carriers,
percentage of net income that is attributable to interstate (33% on average in
1999) is greater than tlle interstate share of revenues (27%) or expenses (25%).

A monitoring program \vas established in the mid-1980's, at the recommendation
of the separations Joint Board, to track trends related to universal service and related
matters. Since then. the Joint Board staff has prepared Monitoring Reports at least once a
year -- a compendium of hundreds of pages of statistical data on subscribership and
penetration, loop costs, separations factors. universal service fund payments, etc. In 1998
the publication of this report was changed from the separations Joint Board staff to the
universal service Joint Board staff, and the frequency was increased to twice a year. This
is the third Monitoring Report from the universal service Joint Board staff.

The Monitoring Report is unique in that it is the only document that includes
information on every local telephone company in the nation. The FCC has not imposed
any new reporting burdens on any company to generate the information. Instead it uses
data which the National Exchange Carrier Association collects for its own needs. data
from the Bureau of Labor Statistics and other organizations, and publicly available
ARMIS submissions. Another characteristic of the monitoring reports is that they are
staff reports. They are not intended to be policy documents and contain only enough text
to describe the tables.

A copy of the Report is available for inspection in the FCC's Reference
Information Center. Courtyard LeveL 445 12th Street. SW. The Report can be
downloaded by section from the FCC-State Link internet site, which can be reached at
http://\\I"V.'W.fcc.gov/ccb/stats on the World Wide Web. Names for print image files:
mrsOO-O.pdf, mrsOO-l.pdf. .... mrsOO-ll.pdf for the introduction and each section
separately. Names for condensed files in word processor (Word 97) and spreadsheet
(Lotus 123 .wk4 or Excel 97) formats: mrsOO-O.zip, mrsOO-l.zip, "0' mrsOO-l1.zip.

Copies of the Report are available for purchase from the Commission's
duplicating contractor. International Transcription Service. Inc. (ITS) at (202) 857-3800.

-FCC-

Common Carrier contact: Alexander Belinfante at (202) 418-0944; TTY (202) 418-0484.
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Universal Service Monitoring Report
CC Docket No. 98-202

September 2000

Introduction and Summary

This is the fourth report in a series of reports prepared by federal and state staffmembers for
the Federal-State Joint Board in CC Docket No. 96-45 (Universal Service Joint Board). These
reports contain information designed to monitor the impact of various universal service support
mechanisms, and the methods used to finance them. These mechanisms were adopted by the
Federal Communications Commission (Commission), based on recommendations from the
Universal Service Joint Board. These reports are part of a monitoring program created by the
Commission in 19971 to replace a similar program in CC Docket No. 87-339 that resulted in a
series of nineteen Monitoring Reports. The current program incorporates most of the information
that was collected under the previous program, and also new materials from the reports of the
administrator of the universal service support mechanisms, the Universal Service Administrative
Company (USAC). To enhance our monitoring ability, we have created an open docket2

, which
allows data. materials, comments. and studies to be submitted by any interested party at any time.

The monitoring program has proven to be valuable. not only as a report on the effects of our
regulatory policies. but also as a complete census of all incumbent local exchange carriers. Because
smaller carriers generally are exempt from most Commission reporting requirements, the
Monitoring Report incorporates data from several sources, including the National Exchange Carrier
Association (NECA) and USAC. NECA. at the direction of the Commission. collects information
in order to administer the access charge pools and to provide information to USAC to help
administer the Universal Service Fund. USAC also collects information from all eligible carriers to
administer the universal service support mechanisms. The Monitoring Report, therefore, contains
the only available comprehensive data on all incumbent local exchange carriers. containing data on
such matters as the number of telephone lines. calling volumes, and certain types of costs.

This report presents data for the eleven subject categories selected for monitoring. The first
section provides information on the contributions to the universal service support mechanisms and
industry revenues. on which those contributions are nov.; based. The next four sections provide
information on the various support mechanisms: low income support: high cost support: schools
and libraries support: and rural health care support. The remaining six sections provide information
on matters that might be affected by the support mechanisms: subscribershipand penetration: rates
and price indices: net\vork usage and gro~1h: quality of service: infrastructure: and revenues.
expenses and investment.

Federal-State Joint Board on Universal Serrice. CC Docket No. 96-45. Report and Order.
FCC 97-157. para. 869 (released May 8. 1997).

CC Docket No. 98-202.
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Because the Monitoring Report is published twice a year and some of the information
published is filed only once a year, not all tables are published in every issue. We recommend that
users keep the two latest issues to be certain they have all the latest information. In this report we
only include tables for which we have new information, except for a few summary tables. The
following are highlights of some of the material in this report. Section 1 provides an update on
contributions to the universal service support mechanisms, and the industry revenues on which they
are based. Section 2 includes the latest data on the Lifeline and Link-Up America programs.
Section 3 includes the most recent projected payments for all of the high cost support programs,
based on the quarterly reports from USAC. Section 4 includes updated data on the schools and
libraries support. Section 5 includes updated data on the rural health care support. Section 6
includes the most recent Census data on subscribership from the Current Population Survey. It also
includes data on telephone penetration by income by state. Section 7 includes updated Consumer
Price Index and Producer Price Index data and other updated rate information. Section 8 includes
the latest NECA data on acct:ss minutes. dial equipment minutes, and separations factors. Section 9
includes updated data on the quality of service from the Commission's Automated Reporting
Management Information S: slem (ARMIS) reports. Section 10 includes updated data on
infrastructure from the :\R\lIS reports. Section 11 includes the latest information on revenues,
expenses and investmt:nl frlll11 [ht: ARMIS reports.

This report is h~ISt:d IIIl Information available to us as of September 11. 2000. This entire
report is available eleclfllllll...d I: through the FCC-State Link internet site. which can be reached at
http://www.fcc.gov/cch ... t.lb •• ll[heWorldWideWeb.Itis available in both page image (.pdf)
format and in a comprl..· ... "I..,1 I II r) format. which. when unzipped yields word processing and
spreadsheet files, In addlllllll, Illl,lrmation received well in advance of the next Monitoring Report
will he made availahk llll .Ill Ill;I..'nlll basis in separate staffreports or in raw data files (such as most
NECA filings used in I hI..' \ 1. '!1111 1rtng Report) on the internet site, In addition, the ARMIS data are
available on the AR\ II .... j; i' d '11:: "lie. \vhich can be reached at http://\\'\Vw.fcc.gov/ccb/armis/db/.

For ease of publ" !. :, . ,! i, 1..'. \\e ask that parties submitting materials for this docket provide
a duplicate copy to thl..' I ( ,f<,': l'rt:nce Information Center.; \vhere copies of all materials filed in
the docket are availabk I: ;,.':, rdt:rence,

3 Courtyard Ll'\ \,.': •• ":1\ St[eet SW. Washington. DC 20554.
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This report has been prepared by the federal staff listed below and reviewed by the state
stafflisted below. These staffmembers can be contacted for further information:

General Information:

Industry Revenues and Contributions:

Low-Income Support:

High-Cost Support:

Schools and Libraries Support:

Rural Health Care Support:

Subscribershipand Penetration:

Rates and Price Indices:

Network Usage and Growth:

Quality of Service:

Infrastructure:

Revenues. Expenses and Investment:

Alexander Belinfante (Federal) (202) 418-0944
Peyton Wynns (Federal) (202) 418-0942

Jim Lande (Federal) (202) 418-0948
Greg Fogleman (Florida) (850) 413-6574

Laurence Povich (Federal) (202) 418-0953
Suzanne McCrary (Federal) (202) 418-0941
Philip McClelland (Pennsylvania)(717) 783-5048
Charles Bolle (Nevada) (775) 687-6070

Alexander Belinfante (Federal) (202) 418-0944
Rowland Curry (Texas) (512) 936-7246
Tom Wilson (Washington)(360) 664-1293

Craig Stroup (Federal) (202) 418-0989
Susan Stevens Miller (Maryland) 41 0-767-8036

Craig Stroup (Federal) (202) 418-0989
Peter Bluhm (Vermont) (802) 828-2358

Alexander Belinfante (Federal) (202) 418-0944
Earl Poucher (Florida) (850) 487-8242

Tracy Waldon (Federal) (202) 418-0957
Phil Cheilik (Federal) (202) 418-0939
Joel Shifman (Maine) (207) 287-1381

Jim Zolnierek (Federal) now at Illinois CC
Alan Feldman (Federal) (202) 418-0943
Mary Newmeyer (Alabama) (334) 242-2968
Michele Farris (South Dakota) (605) 773-6335

Jonathan Kraushaar (Federal) (202) 418-0947
Carl Johnson (New York) (518) 486-2832

Jonathan Kraushaar (Federal) (202) 418-0947
Lori Kenyon (Alaska) (907) 263-2123

Katie Rangos (Federal) (202) 418-0954
Barbara Meisenheimer(Missouri) (573) 751-5567
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SERVICE LIST

All items filed in CC Docket No. 87-339 must be filed with the Secretary, Federal
Communications Commission, 1919 M Street, NW, Room 222, Washington, D.C. 20554, and the
following Commissioners. and staff members (email addresses of staff members follow their
mailing addresses):

DOCKET NO. 96-45 JOINT BOARD MEMBERS

Commissioner Susan Ness
Federal Communications Commission
445 12th Street SW, Room 8-B115
·Washington, DC 20554

Commissioner Harold Furchtgott-Roth
Federal Communications Commission
445 12th Street SW, Room 8-A302
\Vashington, DC 20554

Commissioner Laska Schoenfelder
South Dakota Public Utilities Commission
State Capitol
500 East Capitol Street
Pierre. SD 57501-5070

Commissioner Bob Rowe
~;lontana Public Service Commission
1701 Prospect Ave.
P O. Box 202601
Helena. MT 59620-2601

Commissioner Gloria Tristani
Federal Communications Commission
445 12th Street SW. Room 8-C302
Washington, DC 20554

Chair G. Nannette Thompson
Regulatory Commission of Alaska
1016 West 6th Ave., Suite 400
Anchorage, AK 99501-1963

Chairman Patrick H. Wood III
Texas Public Utility Commission
1701 North Congress Ave.
P. O. Box 13326
Austin. TX 78711-3326

Public Counsel Martha Hogerty
Missouri Office of Public Counsel
301 West High SL Suite 250
P. O. Box 7800
Jefferson City. MO 65102

DOCKET NO. 96-45 FEDERAL-STATE JOINT BOARD STAFF

Greg Fogleman
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee. FL 32399-0850
gfogtema:0'psc.state.f1.us

Carl Johnson
New 'y'ork Public Service Commission
3 Empire State Plaza
Albany. NY 12213-1350
caj(8'dps.state.ny. us

Earl Poucher
Florida Office of the Public Counsel
III West Madison. Room 812
Tallahassee. FL 32399-1400
poucher.earl@leg.state.f1.us

Mary Newmeyer
Alabama Public Service Commission
100 N. Union Street. Ste. 800
Montgomery. AL 36104
mnewmeyer@psc.state.al.us
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Rowland Curry
Texas Public Utility Commission
1701 North Congress Ave.
P. O. Box 13326
Austin, TX 78701
rowland.curry@puc.state.tx.us

Joel Shifman
Maine Public Utilities Commission
242 State Street
State House Station 18
Augusta, ME 04333-0018
joel.shifman§ state.me.us

Charles Bolle
Nevada Public Utilitit:s Cl1l11l11ission
1150 East Williams Strt:I..'!
Carson City, NY 8970 1-.~ J t l~

cbolle@govmail.statc.Tn lh

Susan Stevens Miller
Maryland Public Senicl..' ( "111lllission
6 Paul Street. 16th Fll1pr
Baltimore, MD 2120~-I>SfIII

smillerrttpsc .state .md ,1I ~

Brad Ramsay
NARUC
1101 Vermont A\t~, '\,\\ ..... , " .'(1)

Washington. DC 2(lO( "

ramsay'ij'·naruc.org

Peter Bluhm
Vermont Public Service Board
Drawer 20
112 State Street, 4th Floor
Montpelier, VT 05620-2701
pbluhm@psb.state.vt.us

Michele Farris
South Dakota Public Utilities Commission
State Capitol
500 East Capitol Street
Pierre, SO 57501-5070
michele.farris@state.sd.us

Barbara Meisenheimer
Missouri Office of Public Counsel
301 West High St., Suite 250
Jefferson City, MO 65102
bmeisenhr'Wmail.state.mo.us

Lori Kenyon
Regulatory Commission of Alaska
1016 West 6th Avenue, Suite 400
Anchorage. AK 99501-1963
lorraine_kenyon!@rca.state.ak.us

Philip McClelland
Pennsyhania Office of Consumer Advocate
555 Walnut Street. 5th Floor
Harrisburg. PA 17101-1923
pmcclelland '(~ paoca.org

Tom \Vilson
\Vashington l"tilitil.." ,I" ';" ·nation Commission
1300 Evergreen P~lrk !), '. ..... \\
P. O. Box 47~5()

Olympia. \\'A 9X504- - .
tomwicI wutc. \\~l. i,'ll\
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Katherine Schroder, Chief
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-A423
Washington, DC 20554
kschrode@fcc.gov

Bryan Clopton
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-A465
\Vashington. DC 20554
bclopton@fcc.gov

Steve Burnett
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B418
Washington. DC 20554
sburnett@fcc.gov

William Cox
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B530
\\'ashington, DC 20554
wcox@fcc.gov

Katie King
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B544
Washington. DC 20554
kkingrQ)fcc.2.ov

l.- '--../. ......

Sharon Webber, Deputy Chief
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-A425
Washington, DC 20554
swebber@fcc.gov

Ted Burmeister
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B541
Washington. DC 20554
tburmeis@fcc.gov

Andrew Firth
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW. Room 5-A505
Washington, DC 20554
afirth@fcc.gov

Gene Fullano
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-A623
Washington, DC 20554
gfullano@fcc.gov

Linda Chang
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B552
Washington, DC 20554
lchang({l:fcc.gov
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Robert Loube
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room5-B524
Washington, DC 20554
rloube@fcc.gov

'-./ ~

Mark Nadel
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B551
Washington, DC 20554
mnadel@fcc.gov

Praveen Goyal
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-B448
Washington. DC 20554
pgoyal@fcc.gov

Paul Garnett
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-A623
\Vashington. DC 20554
pgarnett@fcc.gov

Jordan Goldstein
Office of Commissioner Ness
Federal Communications Commission
445 12th Street SW. Room 8-Bl15
Washington, DC 20554
jgoldsteiafcc.gov. '- ~' ......

Ruthanne Mayfield
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW, Room 5-A525
Washington, DC 20554
rmayfiel@fcc.gov

Richard D. Smith
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW. Room 5-B448
Washington, DC 20554
rdsmith@fcc.gov

William Scher
Accounting Policy Division
Common Carrier Bureau
Federal Communications Commission
445 12th Street SW. Room 5-B550
Washington. DC 20554
wscher@fcc.gov

Rebecca Beynon
Office of Commissioner Furchtgott-Roth
Federal Communications Commission
445 12th Street SW, Room 8-A302
Washington, DC 20554
rbeynonf£lfcc .gov

Sarah Whitesell
Office of Commissioner Tristani
Federal Communications Commission
445 12th Street SW, Room 8-C302
Washington. DC 20554
swhitese@fcc.gov
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1. Industry Revenues and Contributions

Virtually all providers of telecommunications service are currently required to file
the Form 499-A. Telecommunications Reporting Worksheets are not filed directly with the
FCC but rather with the Universal Service Administrative Company (USAC). the data
collection agent for the Form 499-A. By June 2000, the Form 499-A database contained
whole-year 1999 data for 4.491 filers. In some cases, the 1999 revenue data are estimated
due to late or inadequate filings by some service providers.

In the Form 499-A, each filer is required to report total, interstate and international
revenues in two broad categories: service provided to Universal Service Worksheet filers for
resale (carrier's carrier): and. service to de minimis filers and end users (end user). Filers
must provide further breakdowns of local. wireless. and toll services. The Form 499-A
requires each filer to categorize itself using one of the following categories: I

• Competitive Access Provider (CAP) or Competitive Local Exchange
Carrier (CLEC)
Cellular. Personal Communications Service (PCS) and Specialized
Mobile Radio (SMR) Wireless Telephony Service Provider

• Incumbent Local Exchange Carrier (ILEC)
• Interexchange Carrier (lXC)

Local Reseller
Operator Service Provider (OSP)
Other Local Service Provider
Other Mobile Sen'ice Provider

• Other Toll Service Provider
• Paging and Messaging Service Provider
• Payphone Provider
• Private Service Provider
• Pre-paid Calling Card Provider
• Satellite Service Provider

Shared-Tenant Service Provider
• Specialized Mobile Radio - Dispatch
• Toll Reseller

Wireless Data Service Provider

Fewer filer categories were listed on prior-year worksheets. In a few cases. filer
categories \vere combined for tabulation purposes.

The detailed definitions of the filer categories are contained in the Form 499-A detailed
filing instructions. ( http://w\nv.fcc.£!.ovlFormsiForm499-A/499a.pdf).
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Filers were instructed to report the amounts actually billed to customers. This means
that filers should report revenues net of discounts, but without making any adjustments to
reflect uncollectible revenues or international settlement payments. Most filers should be
able to report revenues in this manner using information contained in their corporate books
of account. Some filers. hovvever, .have no business or regulatory requirements to record
intrastate or international revenues separately from interstate revenues or to use the detailed
revenue categories contained in the worksheets. In accordance with the worksheet
instructions, many filers used safe harbor percentages to estimate the interstate portion of
wireless revenues. Further. some filers reported unlikely amounts or amounts in unlikely
categories. The totals renect some corrections based on supplemental filer information.
Nonetheless, desegregated data are likely to be less accurate than industry totals.

The revenue tables presented herein
Telecommunications Indusf 'J' Revenues:
http://www.fcc.L!.o\ccf~..-l.~L-;.

are based on information published In

1999, which is available at

Table 1.1 shl\\\' thc major components of telecommunications revenues for 1999.
Tables 1.2 and 1.3 (lImp,lre 1999 revenues with revenues for prior years. Revenue data
shown for 1992 thrullt:h 1lllJ() are derived from information filed on Telecommunications
Relay Service (TRS I \\lIrbheets. Revenue data for 1997 and 1998 are derived from a
combination of TRS \\, 'r~ ,11l.'d and Universal Service worksheet data. These worksheets
were replaced by the f, '! III -l1)9-A. which ,",,'ere filed for the first time on April L 2000.
Table 1.4 illustrak" III .,\ ,!.l!.j from the Form 499-A are used to develop funding bases for
the universal scnicl.:, ll~ "-, "orth American Numbering Plan Administration and local
number portabilit: C,'li,!"i:~1I1n mechanisms.

Table 1,2 1'1"\ 1.:,- hhlOric data for several categories of revenue. Because of
reporting changes. dll I !", ! 'I\)7 through 1999 are not entirely consistent with data for prior
years. For c:\amrk. . .I~cess revenues were included with other access revenues prior
to 1997 but are inclll.i. ~ .. 'I: Illcal private line sen'ices since then. Similarly, through 1996,
filers reported as IItl:,' ,j .::11.1 mobile revenues substantial amounts of customer premises,
billing and collectl":,,' ~. "','f types of revenues that are excluded from contributions to the
universal scnicl.: . ", .' l"I..'...:hanisms. These revenues are now reported as non-
telecommunicatll'll' . . Table 1.2 contains estimates of the amounts of non-
telecommunicatil'll ,,' that had been rerorted in prior years. Based on staff
estimates. the lQ'I(· :. .. ·:.'.I111C<.ltions revenues rerorted on TRS Worksheets would have
been $10.5 billipn I.",.' ",\,,'nues had been reported using current instructions.

Table 1.= 1..' ' .

switched toll and ,-:' .'
switched scnicl..' r,'.·
and some ma\ b..: r.,

. :ltticant revisions to pre\iously published data for non-operator
.:.IU. Many filers erroneously reported substantial amounts of

: \,ther toll revenues. Each year, the amounts are reexamined
:1",1 based on staff research. Even so, the other toll category
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probably continues to contain some switched revenues, perhaps significant amounts in some
years.

In 1997, filers were required to include inside wiring maintenance revenues as part of
local exchange revenues. In 1998, .filers were instructed to report these revenues as non­
telecommunications service revenues. The local exchange service revenue data in Table 1.2
would show a greater increase from 1997 to 1998 if the same reporting instructions had been
used for each year.

Table 1.3 provides historic revenues for several classes of filers. Changes in
reporting are relatively unimportant for toll carriers and for local service competitors. As
explained above, however. the 1996 data contain about $10.5 billion of non­
telecommunications revenues. almost all of which were reported by incumbent local
exchange carriers (ILECs) and wireless carriers. The local exchange service revenue data in
Table 1.3 would show a greater increase from 1997 to 1998 if the same reporting
instructions for inside wiring maintenance revenues had been used for each year.

Revenue data for individual filers are not available to the public. However. Tables
1.5 through 1.8 present detailed industry roll-ups by types of revenues and by types of filers.
Table 1.5 provides a detailed breakout for each of the Form 499-A revenue categories used

to report services provided to other filers for resale. Table 1.6 provides a detailed
breakdown for each of the revenue categories used to report telecommunications service
provided to end users. Table 1.7 combines data from Tables 1.5 and 1.6 with data on non­
telecommunications revenues to develop total industry revenue data. Table 1.8 provides less
detailed information. but for a greater breakdown by types of filers. The revenue categories
presented in Tables 1.5 through 1.7 are explained in the Form 499-A filing instructions.
which can be found on the FCes website http://\V\V,,v.fcc.~ov/fom1pa£e.html.

Program Requirements and Contribution Factors

On a quarterly basis. USAC submits funding requirements to the Commission for
each of the Universal Service Mechanisms (currently High Cost, Low Income. Schools and
Libraries. Interstate Access.c and Rural Health Care). For each program. USAC submits its
anticipated funding needs with the Commission 60 days before the beginning of the quarter.

") The mechanism was created in Access Charge Reform, Preice Cap Performance
Reviel-I' for Local Exchange Carriers, Loll'- Volume Long Distance Users, Federal­
State Joint Board on Universal Service. Sixth Report and Order in CC Docket Nos.
96-262 and 94-1. Report and Order in CC Docket No. 99-249. Eleventh Rpeort and
Order in CC Docket No. 96-45. FCC 00-193 (reI. May 31,2000), paras. 185-233.
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Tables 1.9a and 1.9b show program information for 1999 and 2000 respectively.
The tables show anticipated revenue requirements to cover program demand, administrative
costs, interest income (which offsets revenue requirements) and periodic true-ups for all
Universal Service programs. Periodic true-ups occur for a variety of reasons, including the
fact that actual receipts could differ from billings. Also. because not all the money that had
been set aside for first-year commitments to Schools and Libraries will be disbursed.
"periodic true-ups" for the Schools and Libraries mechanism include any application of
balance from prior periods.3 On September 8, 2000, the Commission released proposed
contribution factor for the fourth quarter of 2000 that accounts for the last of the (expected)
unused balance from the first funding period:'

The Universal Service Administrator also collects and tabulates end user revenue
data from the industry. Carriers submit revenue information to USAC using FCC Form 499.
Carriers file first half of year revenue data on September 1. This information is used to

determine contributions for the first two quarters of the following year. Carriers then file
whole year data on the following March 31. First half-year data are then subtracted from the
whole-year data. and the result - estimated second half revenue data - is used to bill
contributions to be made in the third and fourth quarters. The Common Carrier Bureau
takes these revenue figures and the program requirements submitted by USAC. and releases
proposed fund factors on a quarterly basis. It: after 14 days. the Commission takes no action
regarding the proposed contribution factors. the factors become effective.

On July 30. 1999. a three-judge panel of the United States Court of Appeals for the
Fifth Circuit issued an opinion that altered some of the methodological calculations used by
the Commission in its determination of Universal Service contribution factors.
Contributions could no longer be partly based on the intrastate revenues of universal service
contributors. Further. some international revenues were to be treated differently.

On September 9. ]999. the Commission tiled a motion with the Court. which in part
asked the Court to stay application of its mandate until the first quarter of 2000. This motion
allowed the Commission to release fourth quarter contribution factors that were based the
Commission's earlier application of the rules.; The court's ruling. released on September

3 Commission rules require that unused funds be credited back to contributors. This is
done through reducing future fund factors to account for the unused revenue. See 47
CFR § 54.507.

4 Proposed Fourth Quarter 2000 Universal Service Contribution Factor. CC Docket
No. 96-45. DA 00-2065.

5 Thus, the Schools and Libraries contribution factor was multiplied by intrastate.
interstate and international end-user revenue.
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28. 1999 mandated that the Commission not apply the existing fourth-quarter contribution
factors on or after November 1. 1999.

Before October 8. 1999. the Commission released two separate fund factors: one
factor for the Schools and Libraries mechanism and the Rural Health Care Mechanism. and
another factor for the High-cost and Low Income mechanisms. The separate factors
reflected the Commission' s position that contributions for the funds should be based on
different sets of revenues. In light of the court decision. all of the Universal Service
Mechanisms are now based on interstate end-user revenue. Interstate end-user revenue
includes most international service end-user revenue. Excluded are revenues from calls that
both originate and terminat~ in foreign points. and international revenue from carriers whose
interstate end-user r~\~nue represents 8% or less of their combined interstate and
international end-user rL'\L·nUL'.

Because all l'nin:rsal Service Mechanisms are now based on the same revenue base,
only one fund factor is nL"L"d~d. The first unified factor was released on October 8. 1999. and
was applied to NO\L"m!"l...·r ~I[)d December revenues."

By a recent \lrdL'r \In access charges.7 the FCC has created a new Universal Service
mechanism called [nkr~I.IlL"·\ccess. The mechanism makes explicit $650 million worth of
subsidies that \\er~ Illlrll'-lt \\ ithin the previous access charges. The mechanism became
effective on July I. ~III II I Rdlecting this. Table 1.9b shows the relevant information for the
Interstate Access mL"...:h.l!ll~m starting in the third quarter of2000.

Tables I.l)~l .Ill,! ~ '11' dlso show the contribution bases for the fund factors. If all
carriers provided c('nL',! .:.11.1 (In the filing dates. end user revenue totals would be the same
for the first two an,l 1.1-' '\\1' 'Iuarters of each year. The revenue totals each quarter change
because oflat~ tililL'·.I.: ,,'rrections, The Commission takes the reported contribution base
and reduces them 1':: '. r"tkct the fact that some contributions will prove uncollectable,
The result is thL' ".'" >'\,:I,'n base. \vhich roughly equals the quarterly total program

requirement di\idL',: ~. , ' "r the half-year contribution base figure .

Carrier qll,j"',

multiplying the dl'i"
thathalf\ear. II'!'

n1echanisn1 and I{t~~., I.

. '[Ihutions to these support mechanisms are determined by
r~inJ factor times one half of that carrier's end user revenue for
,,'nsider a carrier' s contri bution into the Schools and Libraries

.. ( .m: mechanism for the second quarter of 1999, That carrier's

6

7

Proposed I , .
and IkeL'I:"

S'c c In rl' \, '- •

Carriers. I \1\\

Sen·ice. It (

, "hT 1999 Universal Senice Contribution Factor for November
;""1 ('C~ Docket No. 96-45~ D.A.. 99-2109.

( 'j' .'L' Reform. Price Cap Performance Review for Local Exchange
\ " ,'1IL' l.ong Distance users. Federal-State Joint Board on Universal

"j; I reI. May 31, 2000),
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contribution would be calculated by multiplying .0057 times one half of the amount of the
end user revenue that it billed in the second half of 1998 for intrastate, interstate and
international telecommunications services. The carrier's contribution into High Cost and
Low Income mechanisms for the second quarter of 1999 would be calculated by multiplying
.0305 times one half ofits interstate and international telecommunications services billed in
the first half of 1998.
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Table 1.1: Total Telecommunications Industry Revenue: 1999 *
Reported on FCC Form 499-A Telecommunications Reporting Worksheets

(Amounts Shown in Millions)

Local Service
Wireless Service
Toll Service

Total

Carrier's End-User Total
Carrier Revenues **

Revenues **

$33,156 $78,608 $111,764
4,652 43,843 48,495

14,934 93,311 108,246

52,742 215,763 268,505

Service Reported as:
Intrast~te

Interstate and International ***

Total

22,293
30,449

$52,742

134,919
80,844

$215,763

157,212
111,293

$268,505

*

**

***

Source: Industry Analysis Division Telecommunications Industry Revenues: 1999
Note: Detail may not add to totals due to rounding.

Data include revenues for de minimis filers as well as for other carriers who
are exempt from universal service contribution requirements.

Carrier's carrier revenue is reported on the Form 499-A as sales to other universal service
contributors for resale. This includes, for example, access services that local exchange carriers
provide to toll carriers. Sales to de minimis carriers, customers, governments, non-profits and
any other non-contributors are treated as end-user revenue. Filers contribute to the universal
service funding mechanisms based on their end-user revenues.

Revenues from calls that both originate and terminate in foreign points are reported as end-
user revenue, but are not included in the universal service contribution base. Tables 5 through
8 show breakouts between interstate and international revenues based on Form 499-A filings.
CFR §43.61 international traffic data reports appear to provide more reliable data for international
revenues but do not provide the type of breakouts found herein.
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Table 1.2: Telecommunications Industry Revenue by Service
(Amounts Shown in Millions)

TRS Data Universal Service &
TRS Data

Form 499-A
Data

Local Exchange
Pay Telephone -
Local Private Line
Other Local --­
Subscriber Line Charges
Access --

Universal Service Surcharges on
Local Service Bills _••-

Additional Revenues From TRS
Worksheets

Total Local Service

Wireless Service

Universal Service Surcharges on
Wireless Service Bills •••-

Additional Revenues From TRS
Worksheets

Total Wireless Service

Operator -
Non-Operator Switched Toll
Long Distance Private Line
Other Long Distance

Universal Service Surcharges on
Toll Service Bills ._.-

Additional Revenues From TRS
Worksheets

Total Toll Service

Non-Telecommunications
Formerly Reported as Other
Local and Wireless --­

Total Telecommunications ._.

Non-Telecommunications

Total Reported Revenues

Service Reported as:
Intrastate ._-
Interstate and International

Total Telecommunications -.-

1992

$39,235

1,049
7;587

29,353

77.324

7.285

7.285

9,465
54,448

7,783
4,048

75,744

(729)

153.409

729

160.353

88,594
71.030

$159.624

1993

$40.176

1,088
8,002

30,832

80,098

10,237

10,237

10,772
60,591

8,067
3,095

82,525

(1.024)

165,342

1,024

172.860

95,903
75,933

$171,836

1994

$42,245

1,138
8,302

32,759

84,443

14,293

14,293

10,539
61.468

9,043
3.428

84,478

(1,429)

174,890

1,429

183,214

101,173
80,611

$181.785

1995

$45,194

1,226
10,428

33,911

90.759

18,759

18,759

11,170
65.217
9719
3,523

89,629

(1,876)

190.076

1,876

199,147

111.047
86.224

$197,271

1996

$48.717

1,616
10,543

35,641

96,516

26,049

26,049

10,975
73,751
10,665
4,299

99,691

(2,605)

211,782

2,605

222,256

125,244
94,407

$219,651

1997

$53,771
2,182
8,282
2.847
8,327

21,423

595

97,426

32,760

189

32,950

12,002
72,059
10,504
4.695

1,532

100,793

231,168

25,633

256,801

133,654
97,514

$231,168

1998

$59,245
2,536

10,403
2,179

11,052
18,449

103

595

104,563

36,240

345

189

36,775

12,205
74,168
11,952
3,386

1,810

1,532

105,055

246,392

27,944

272.019

142,108
104,284

$246,392

1999

$62,840
2,218

12,914
4,601

10,826
18,105

260

111,764

48,117

379

48,495

10,049
78,389
13,169
3,656

2.983

108,246

268,505

33,144

301,648

157,212
111,293

$268.505

Note Data for 1992 through 1996 summarized from FCC Form 431 TRS Worksheets. Data for 1997 and 1998 primarily based on
FCC Form 457 Universal Service Worksheets. with data from 1997 TRS Worksheets used for service prOViders not required to file a
Universal Service Worksheet. Data for 1999 summarized from FCC Form 499-A Telecommunications Reporting Worksheets. which
replaced both the Form 431 and the Form 457. Some data for prior years have been revised. Detail may not add to totals due to rounding.

TRS filers generally reported pay telephone revenue as local service revenue. access revenue or operator toll revenue. The Universal Service and
Form 499-A worksheets contain a separate category for payphone coin revenue. Starting in 1997, payphone revenue includes payphone
compensation received from toll carriers

TRS Worksheet filers generally reported speCial access revenue as access revenue. Reporting changes implemented with the Universal Service
Worksheet explain the increase in local private line revenue and the fall in access revenue shown for 1997. TRS Worksheet filers included
subscriber line charges with other access charges. Universal Service Worksheet filers report subscriber line charges in a separate category. The
Increase from 1997 to 1998 represents PICC charges levied by ILECs as well as $1.2 billion of PICC pass-through charges levied by toll carriers.

Significant amounts of enhanced service. billing and collection, CPE and other non-telecommunications revenues were reported in the TRS mobile
and other local service categories through 1996 Universal Service Worksheet filers report these revenues in the non-telecommunications category.
For prior years, the amounts of non-telecommunications revenue reported as mobile and other local revenue were estimated as 70% of the amounts
that Tier 1 ILECs reported in ARMIS as miscellaneous and nonregulated revenues (currently account 5200 + account 5280) and 10% of amounts
reported as mobile service revenue

Charges on end-user bills identified as recovering state or federal universal service contributions are reported separately from local. wireless and toll
revenue. Reported amounts are apportioned between local, wireless and toll service based on the proportions of local, wireless and toll intrastate
and Interstate revenue by type of carrier
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Table 1.4: Contribution Base* Revenues By Program: 1999
(Amounts Shown in Millions)

1999

less

less

less

equals

less

less

equals

less

less

equals

less

less

equals

Revenues subject to universal service contribution

Interstate and international end-user revenue

revenue for international - to - international service

international revenue excluded where interstate toll represents less than 8% combined
interstate and international revenue

interstate and international revenue for 2,708 filers who are de minimis or otherwise exempt
from_univer~al ~e[\lLcesupport requirements

Revenues subject to TRS contribution

Interstate and international end-user revenues

interstate and international revenues for 160 filers who claim to be exempt from interstate
telecommunications relay service (TRS) contribution requirements

interstate and international revenues for service provided for resale but reported as end user
because it was provided to carriers that do not contribute to universal service support
Mechanisms

Revenues subject to NANPA contribution

Total telecommunications service end-user revenues (including intrastate, interstate and international)

telecommunications revenues for 538 filers who claim to be exempt from North American Numbering
Plan Administration (NANPA) contribution requirements

telecommunications revenues for service provided for resale but reported as end user because it
was provided to carriers that do not contribute to universal service support mechanisms

Revenues subject to LNP contribution
Total telecommunications service end-user revenues (including intrastate, interstate and international)

telecommunications revenues for 537 filers who claim to be exempt from local number portability
administration (LNP) contribution requirements

telecommunications revenues for service provided for resale but reported as end user because it
was provided to carriers that do not contribute to universal service support mechanisms

$80,844

983

333

143

79,385

80,844

98

55

80,691

215.763

766

166

214.831

215,763

762

166

$214,835

* This table shows how contribution bases differ for different programs and provides relative magnitudes, but does
not proVide the actual amounts used for determining contribution amounts. Amounts shown represent the amounts
contained in the Form 499-A database at a point in time. The universal service administrator continues to
receive additional and corrected filings Exempt amounts were based on the filer certification statement contained
in the Form 499-A filings. The fund administrators use carrier type, revenue type and additional information requested
from filers to review exemption claims (and in some instances, failure to make claims.) The universal service fund
administrator bills delinquent filers based on estimated revenue and therefore can include estimated revenue amounts
in contribution base amounts. As a result of these factors, actual contribution bases have been based on slightly
different amounts than those shown. Note also that universal service contribution factors are set quarterly. Factors
for the first and second calendar quarters are based on revenues reported for the first half of the prior calendar year.
Factors for the third and fourth quarter are based on revenues reported for the second half of the prior calendar year
Local number portability contribution amounts are determined by region of the country rather than on a nationwide baSIS.
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